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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 


1985 1986R 1987E 
Domestic Economy 
Population (thousands) 85.3 86.1 87.3 
Population growth (%) 2.4 9.9 1.5 
GDP in current dollars 82.08 93.8 162.5 
Per capita GDP, current dollars 961.3 1989.4 1174.1 
GDP in local currency % change 
(1977 Base) 139 6.8 4.6 
Consumer Price Index % change 3.5 3.8 2.9 
Production and Employment 
Labor force (1,800's) 39.0 39.2 39.3 
Unemployment (avg. % for year) 20.5 20.3 20.2 
Manufacturing production (local 
currency, 1977 base) % change 13.9 3.8 5.9 
Govt. oper. surplus as % of GDP 64 1.6 4.5 
Balance of Payments 
Exports (F.0O.B.) 28.4 43.4 50.5 
Imports (C.I.F.) 9823 55.8 66.7 
Trade balance -26.9 -12.4 -16.7 
Services (net) 2+2 i.3 3.3 
Current account balance - 3.4 4.2 2-5 
Foreign direct investment (new) 1.8 z.7 8.6 
Foreign debt (year-end) 46.4 45.5 47.9 
Debt service paid 4.2 4.7 5.3 
Debt service ratio as % of 
merchandise exports 14.8 11.1 10.6 
Net foreign exchg reserves (yr-end) 3.3 8.6 16.7 
Avg. exchange rate for year ead 2.7 2.7 
(EC$1 = USS$1.60) 
U.S.-Dominica Trade 
U.S. exports to Dominica (F.O.B.) 14.9 15.8 15.5 
U.S. imports from to Dominica 14.8 16.2 19.6 
Trade Balance -8.8 -8.4 4.9 
U.S. share of Dominican exports 49.6 38.3 21.2 
U.S. share of Dominican imports 25.3 28.4 2ae3 
U.S. bilateral economic aid 14.8 5.5 5.9 


Principal U.S. exports (1987): Foodstuffs, general merchandise. 
Principal U.S. imports (1987): Children's articles, manufactured and 
semimanufactured goods 


Sources: Eastern Caribbean Central Bank, International Monetary Fund, Embassy 
estimates 
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SUMMARY 


Dominica's economy grew by an estimated 4.6 percent in 1987, 
following expansion of 6.8 percent in 1986. Production in 
agriculture,the country's principal economic sector, grew by 3 
percent, but the most impressive growth came from manufacturing and 
construction activity, which expanced by 5.8 percent and 18.7 
percent respectively. Meanwhile, the government's fiscal position 
improved further via an expanded surplus on recurrent operations of 
$4.6 million. This enabled the government tc increase its 
contributions to the capital budget (Public Sector Investment 
Program). 


In the external sector, Dominica's trade deficit widened, largely 
because of significant growth (19.5 percent) in the import bill. As 
a result, the current account surplus contracted to $2.5 million, 
down from over $4 million 1986. 


The Government of Dominica is committed to private sector growth. 

It is carrying out a structural adjustment program--backed up by the 
IMF, World Bank, and other donors--which entails the improvement of 
incentives for investment and export, and enhancing the efficiency 
of public sector operations. The government credits the program 
with facilitating recent CrP expansion. 


The United States remains one of Dominica's most important trade 
partners. In 1987 transactions between the two countries totaled 
$26.1 million. Dominica strongly encourages foreign investment in 
its economy, and several American subsidiaries now operate on the 
island. Dominica is eligible for trade benefits under CARIBCAN, the 
Lome Convention and the Caribbean Basin Initiative. D«minica also 
has a Tax Information Exchange Agreement with the United States 
through which investors can draw on Section 936 (IRS) twin plant 
funds generated in Puerto Rico. 


Part A -- CURRENT ECONOMIC SITUATION AND TRENDS 


Domestic Production 


According to preliminary estimates, the rate of real GDP growth in 
Dominica in 1987 was a respectable 4.6 percent, following expansion 
of 6.8 percent (revised) in 1986. At current factor cost, GDP 
expanded to $102.5 million. 


Agriculture: Production in agriculture, by far the country's 
principal economic sector, continued to fluctuate. After expansion 
of more than 18 percent in 1986, real growth last year fell to 3 
percent. Production of bananas--the mainstay of the sector (and, by 
extension, the economy on the whole)-- ballooned by nearly 20 
percent to a record 66,975 tons. However, output of virtually every 
other food crop, particularly citrus, declined significantly. All 
told, agriculture accounted for 38 percent of CMP in 1987. 


Manufacturing: Manufacturing output grew by 5.8 percent and 
accounted for 7.9 percent of GDP. The opening of a shoe factory and 
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Korean-owned textile plant and the large expansion of a paint 
manufacturer boosted the sector. Production of soap, Dominica's 
main manufactured product, expanded by 9.7 percent. 


Construction: After substantial decline (16 percent) in 1986, 
construction activity rebounded in 1987 with growth of 19 percent. 
New road construction and private home building were the main 
contributors. Construction activity claimed 8.3 percent of GDP 


Services: The services sector moved ahead by 4.6 percent in 1987. 
Communications activity increased by 18 percent, and banks/insurance 
expanded by 4.1 percent. Finally, government ‘services, which 
accounted for 19.7 percent of GDP, registered zero net growth in 
1987. 


Government Finance 


Current Budget: Public finances in Dominica continued to improve. 
Last year (calender 1987), the government realized a surplus of 
approximately $4.6 million on recurrent operations, up from $4.1 
million the previous year. (Current revenue came to $37 million; 
expenditures were $32.4 million.) The government has striven to 
control current expenditures, which, according to preliminary 
estimates, remained within the targeted amount for the fiscal year 
ending June 38, 1988. Revenue, on the other hand, is thought to 
have exceeded the projected target by an estimated $3.5 million 
during the fiscal year. 


Capital Budget: Through its strong performance on recurrent 
operations, the government increased its contribution to the 
international donor-supported capital budget--Public Sector 
Investment Program (PSIP)--which aims to develop the island's 
infrastructure and to facilitate private sector production. The 
PSIP totaled $21.5 million in FY 1987/88; this amount covered road 
construction, agricultural diversification, and industrial expansion. 


MONEY AND PRICES 


The Dominican banking system remained highly liquid in 1987--money 
supply (Ml and M2) increased by an estimated 28 percent to $77.2 
Million. However, domestic credit activity declined. Net credit to 
the central government fell (as part of the structural adjustment 
program) by $4.9 million, and after a slow start, credit to the 
private sector grew by $2.2 million. 


Consumer prices rose on average by 4.8 percent during 1987, up from 


3 percent the previous year. Substantially higher costs for food, 
beverages, and tobacco products accounted for much of this. 


BALANCE OF PAYMENTS 


Current Account: A 19.5 percent jump in the import bill to $66.7 
million (reflecting greatly increased purchases of consumer good and 
construction-related materials) resulted in expansion of the trade 
deficit to $18.7 million (up from $13 million in 1986). Export 
earnings increased by more than 19 percent to $47.9 million, mainly 
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through a hefty increase (nearly 30 percent) in the value of banana 
exports to $31.5 million. Production volume rose by 19 percent to 
61,299 tons. Continuing appreciation of the pound sterling fueled 
the increase in banana export earnings. (Dominica exports virtually 
all of its bananas to Britain.) Exports of soap, Dominica's second 
most important tradeable commodity, increased by 6 percent to $7.6 
million. 


In the services sector, the number of stayover tourist visitors rose 
by 5.5 percent to 25,752. (Moreover, the number of hotel guests 
increased by 4.8 percent, after falling by 15 percent in 1986.) 
Meanwhile, net private and official transfers continued to grow and 
reached $6.8 million and $11.2 million respectively. All told, 
however, the current account surplus contracted by 39 percent to 
$2.5 million: 


Capital Account: Net capital inflows fell drastically in 1987 to 
$222,098 (from $4 million in 1986). Public sector loans--at $3.8 
million--roughly equaled the 1986 total, and new foreign direct 
investment expanded greatly to $8.6 million. However, commercial 
banks' net outflow ballooned by 336 percent to $12.3 million. 
However, the overall balance-of-payments surplus increased to $9 
million on the strength of a large surplus ($6.2 million) under 
"errors and omissions." 


ECONOMIC OUTLOOK 


Dominica is now in the third (and final) year of an IMF/World 
Bank-designed structural adjustment program, which has helped the 
economy to realize impressive rates of growth. These rates have 
been achieved despite real impediments to sustained growth, such as 
rugged terrain and coastline and lack of an international class 
airport. These factors obstruct development of a large tourism 
industry and hinder the government's efforts to attract virtually 
needed foreign investment on a scale sufficient to put a dent in the 
island's high employment rate. Moreover, the agricultural sector 
(hence, the economy as a whole) remains vulnerable for production of 
bananas; the economy normally will grow in GDP terms. However, 
Dominica (and some of its other Caribbean neighbors) may lose its 
protected banana market in Britain in 1992, hence the strong need 
for agricultural diversification. 


PART B -- IMPLICATIONS FOR THE UNITED STATES 


Trade 


Dominica and the United States enjoy close economic ties. The 
United States is one of Dominica's most important trade partners. 
Transactions between the two countries came to $26.1 million in 1987 
($15.5 million in U.S. exports, $19.6 million in U.S. imports)--22.3 
percent of Dominica's total trade. The leading product categories 
for American exports in 1987 were foodstuffs and general 
merchandise. Given the proximity of the United States and Dominica, 
their warm political ties, and extensive American economic 
assistance to Dominica, strong commercial relations between the two 
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countries should continue. American exporters seeking opportunities 
in Dominica shouid contact: 


Mr. Charles A. Maynard, Minister 

Ministry of Agriculture, Trade Industry, and Tourism 
Roseau, Dominica 

Telephone: (809) 448-2491. 


FOREIGN INVESTMENT 


The Government of Dominica actively encourages private foreign 
investment, which it views as a major contributor to the country's 
development. The government's investment promotion body (the 
Industrial Development Corporation is one of the most effective in 
the region. The government offers a variety of incentives for 
investors, including tax holidays and duty-free import privileges. 
Investors will find a productive work force available for 
comparatively low wages. In addition, Dominica benefits from the 
trade promotion provisions of CARIBCAN, the Caribbean Basin 
Initiative (CBI) and Lome Convention, i.e., duty-free entry for many 
products into Canada, United States and Europe. Moreover, the 
government recently concluded a Tax Information Exchange Agreement 
with the United States through which Dominica became eligible for 
Section 936 (IRS code) twin plant investment funds generated in 
commenced operations in Dominica over the past few years, among them 
Silver Star, Inc. (garments) from Korea, and Windward Isiand Aloe 
(skin care oil) from the United States. Currently, best prospect 
areas for investment in Dominica include agribusiness and basic 
manufacturing. Companies interested in investment opportunities in 
Dominica should contact: 


Mr. W. Ken Alleyne 

General Manager 

Industrial Development Corporation 
Roseau, Dominica 

Telephone: (809) 448-2768 


In addition, the U.S. Government-funded High Impact Agricultural 
Marketing Program (HIAMP) offers venture capital for nontraditional, 
export-oriented investments in agribusiness and fisheries in the 
Eastern Caribbean, including Dominica. Interested parties should 
contact: 


Mr. Michael Julien, Director 
HIAMP 

P.O. Box 1271 

Bridgetown, Barbados 
Telephone: (8089) 436-9916 
Telex: 2635 HIAMP WA. 
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You might be, if you don’t have current, up-to-date 
information on the countries to which you are mar- 
keting. Overseas Business Reports and Foreign 
Economic Trends and their Implications for the 
United States offer country-by-country reports 
with the information you need to succeed in over- 
seas business. 


Overseas Business Reports (oBr’s) 

bring you detailed information on overseas trade.and 
investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns 
@ industry trends 


@ transportation 
@ trade regulations 


@ distribution channels 
@ natural resources 
@ population 


@ market prospects for 
selected U.S. products 
@ finances and the 
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The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 


Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Total charges $ 


Credit 
Card No. 


Fill in the boxes below. 


Expiration Date 
Month/Year L111] 





For Office Use Only 
Quantity 


Charges 


Enclosed 
To be mailed 
Subscriptions 

Postage 

Foreign handling 

_MMOB 
IP_Cod 
i 


| L | HA 1 4 01989 OPNR 








PLEASE PRINT OR TYPE 


|_pyRDUE UNIVERSITY CALUMET 


HAMMOND, INDIANA 











